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September 24th, 1928. 


To The Advisory Board on 
Tariff and Taxation 


Brief submitted on behalf of the STEEL COMPANY 
OF CANADA, LIMITED, Hamilton, Ontario, in respect 
to the application of The British Empire Steel Corpora- 
tion, Limited, January 18th, 1927, asking for the cancella- 
tion of Tariff Items Nos. 1019 and 1049. 


Through the courtesy of your Board, we have been provided 
with a copy of the application made on January 18th, 1927, by the 
British Empire Stee] Corporation, Limited, having reference to 
certain provisions in the Customs Tariff affecting Coal and Coke. 


In submitting our views to you on th& subjects referred to in 
the application, we wish to make it perfectly clear that the position 
we take is compelled by reason of the manner in which our interests 
would be affected by any action in keeping with the suggestions 
presented to you. 


We do not wish to be misunderstood, however, as failing in 
sympathy with the desire which prevails in the Maritime Provinces 
that some measures may be adopted which will assist conditions in 
that section of the country. We believe general sympathy prevails 
and we subscribe to the feeling that it may be possible to render 
relief of a constructive character. 


Necessarily all such suggestions and proposals will require most 
careful consideration, as it will not be conceived desirable that, to 
aid the situation in the Maritimes, legislation should be adopted 
of a character which would cause injury to other sections of the 
country. 


We believe that it will be possible to help the Maritime situa- 
tion without endangering the economic welfare of the other prov- 
inces. It is, therefore, in connection with the form of relief 
suggested that we regret to find our views in conflict with those 
of others engaged in the same industry as ourselves. We shall hope, 
in submitting our case, to be able to convince you of the soundness 
of the position we take, which the representations submitted to you 
require us to defend. ; 


Customs Tariff 
Item No, 1049 


History of Coal 
and Coke 
Duties 


The application involves two important matters which affect 
our interests, and which we consider should be dealt with separately. 


1. Customs Tariff Item 1049, Bituminous Coa] when imported 
by proprietors of By-Product Coke Ovens for the manu- 
facture of Domestic Coke. 


2. Customs Tariff Item 1019, Bituminous Coal for the manu- 
facture of Coke used for the smelting of metals from ores. 


We will consider, firstly, Customs Tariff Item 1049, and our 
argument in this regard will deal solely with the use of Coal for the 
production of Coke for domestic use. 


Item No. 1049, Bituminous Coal—when imported after the 
twenty-fourth day of March, 1925, by proprietors of by- 
product recovery coke ovens and converted into coke at their 
by-product recovery coke ovens. Provided that no drawback 
shall be paid under this item on coal converted into coke at a 
gas retort plant or at a plant using any other process than the 
by-product coke process, also provided that drawback payable 
under this item is in lieu of drawback payable under any other 
item. Drawback 99%. 


The application before you requests the cancellation of the 
drawback provided, making Coal for the production of Domestic 
Coke dutiable at 50 cents per ton. 


It is desirable to examine the history of the duties applying 
to Coal and Coke. 


At Confederation both Coal and Coke entered Canada free of 
duty. 


On May 12th, 1870, Coal and Coke were made dutiable at the 
rate of 50 cents per ton with a surtax of 5% of the duty. 


April 1st, 1871, both Coal and Coke were made free. 


May 15th, 1879, Coal and Coke were made dutiable at the 
rate of 50 cents per ton, which duty on Bituminous Coal was in- 
creased to 60 cents per ton on March 10th, 1880. 


April 1st, 1885, Gas Coke was made free. This was followed 
by the placing of Anthracite Coa] on the free list May 13th, 1887, 
and all Coke was made free on March 27th, 1894. 


With the development of the By-Product Oven, Coke of high 
quality and most suitable for domestic use, became a fuel entering 
into competition with Anthracite Coal. 


pe 


Before Item No. 1049 was established, on March 25th, 1925, 
the situation which had existed for many years was as follows: 


Bituminous Coal for the production of Coke for domestic use 
was dutiable, while Coke for domestic use was free, and Anthracite 


Coal was likewise accorded free entry. Such conditions absolutely | 


deterred the production in Canada of By-Product Coke for domestic 
use, as will be understood from the fact that it requires at least 1.4 
to 1.5 tons of Bituminous Coal to produce a ton of saleable Coke. 
Taking the former figure, it will be observed that the Canadian 
producer of Coke would have to assume a disadvantage, compared 
with the external producer, of the duty on Coal at the rate of 50 
cents per ton plus 40%, or at least 70 cents duty on the amount of 
coal required to produce a ton of Coke. 


In the matter of transportation costs, the Canadian producer 
was also at a disadvantage, because the freight paid on 1.4 tons 
of Coal involved a greater outlay than the freight per ton of Coke 
shipped from external. points of production. Therefore, the pro- 
ducer of Coke located outside of the country had the advantage of 
selling to the Canadian market duty free besides the ability to ship 
his product to Canadian points of consumption at a lower cost of 
transportation, while the producer in Canada had to assume the 
duty on the Coal of at least 70 cents, making it most difficult, if 
not impossible, for Canadian By-Product Ovens to compete. This 
was the situation which Item 1049 was intended to remedy. 


In the application and evidence submitted, there was probably 
no intention to mislead your Board by any statements made, but 
it might be inferred that the Steel plants engaged in the production 
of Coke used in the smelting of metals from ores, have engaged in 
the production of domestic coke to the disadvantage of the appli- 
cants. 


We quote from their statement, as follows: 


“We would, in this connection, direct the attention of the 
‘Advisory Board to the fact that the Companies making large 
g 


Ae “quantities of Coke for Iron and Steel processes in their Works, 


“are selling Coke to the general public for domestic and varied 
‘purposes, etc. 


‘‘An advantage, in this instance, being taken of Item 1019 
“that was certainly not contemplated at the time of its enact- 
‘“‘ment.’’ 


We should like to make it perfectly clear that the participation 
of this Company in the sale of Coke as a domestic fuel, was not 
carried on under Item 1019 but occurred only after the establish- 
ment of Item 1049, 


Duty Dis- 
advantage 


Freight Dis- 
advantage 


Canadian Coal 


Not Displaced , 


Coke Replaces 
Anthracite 


Endorsation 
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Fuel Board 


Inasmuch as The Steel Company of Canada did not participate 
in the sale of Domestic Coke prior to the enactment of Item No. 
1049, it is prima facie evidence that the importations of United 
States fuel did not supplant the product of Maritime coal mines, 
as the business was not possible under the conditions previously 
existing. It is equally true that Maritime Coal was not available 
in Hamilton, even with the full advantage of the duty, consequently 
we cannot see that anything has been done to affect adversely the 
interests of the applicants. 


Our participation in the domestic Coke business has served to 
displace, not Maritime Coal or Coke, but an equivalent tonnage of 
imported United States Anthracite Coal or Coke. There has been 
no revenue relinquished by the country, because both Anthracite 
Coal and Coke have entered free of duty. If Item 1049 had not 
been enacted, larger quantities of Anthracite Coal and Coke would 
have been imported from the United States. 


Also, as we were not previously importing Coal for the manu- 
facture of domestic Coke, no duty was being paid and, therefore, 
no revenue could have been lost by the Government. 


The increasing sale of Coke to replace Anthracite as a domestic 
fuel, on the other hand, should assist the position of the applicants, 
by increasing the amount of public support given to Coke as a 
domestic fuel, and thereby encouraging its use in those sections of 
the country where Maritime Province Coke would find its natural 
market. We trust we have made it quite clear that the interests 
of the applicants have not been affected, nor have they suffered 
in any way by our actions under Item 1049. 


Reference should be made to two important points in order 
to disclose the situation surrounding the manufacture and sale of 
Domestic Coke. 


Firstly: We would emphasize the desirability of encouraging 
the establishment of By-Product Coke Ovens in Canada. This is 
especially advantageous by reason of the By-Product fertilizer 
made available, a matter of importance to agricultural interests, 
as well as the resulting Gas, Tar and Motor Fuel, in addition to 
the Coke itself, besides which, employment for Canadian labour is 
provided. 


This matter is referred to in the Interim Report of The 
Dominion Fuel Board, May 21st, 1923, page 16, from which we 
quote as follows: 


“Coking Bituminous Coal for Domestic Heating.”’ 


“The Board is convinced of the importance of an investi- 
“gation into the feasibility of establishing by-product recovery 
“coking plants in the larger centres of population. Not only 
“are there the Nova Scotia and New Brunswick coals to draw 
“upon, but, as stated before, there are immense reserves of 
“United States bituminous coal that could be imported for 
“coking. Briefly, the plan would be to establish coking plants 
“at large well-situated centres of population like Montreal, 
“and Toronto, where the coke would be manufactured and 
“shipped to tributary territory and the gas, which is the most 
“important by-product, used at the point of manufacture. 
“Other valuable by-products, such as tar, ammonium sulphate, 
“and benzol, are obtained, and the success of such an industry 
“depends on the disposal of these. Great improvements have 
“been made in the technique of the manufacture of domestic 
“coke even very recently, and the product made is much 
“superior to the ordinary gas-house coke. It isa dense material 
“of approximately the same heating value as Anthracite, and 
‘it should be produced at a price to compete with it.” 


It will be observed that the conclusions of the Dominion Fuel 
Board embraced the use of both Maritime Coal and U.S. Bitumin- 
ous Coal, and their ideas of fuel dependence or independence were 
evidently predicated on the belief that it is preferable for Canada 
to import U. S. Bituminous Coal in districts where Canadian Coal 
is not economically available, rather than continue to import 
Anthracite Coal. This is doubtless because the purchase price of 
Anthracite Coal would involve a very much greater external 
expenditure than the use of Bituminous Coal imported for the 
production of Domestic Coke, not to speak of the advantages 
already referred to in the way of By-Products, employment, etc. 


Considering that there have been no By-Product Coke Ovens 
established (except at Sydney) within the zones of influence reached 
by Maritime Provinces’ Coal, even when such Coal has had the 
advantage of the regular duty, it would seem evident that such 
By-Product Ovens as have been established elsewhere, cannot have 
affected, in any way, the interests of the Lower Province Coal 
producers. 


Secondly: It seems desirable to establish the relationship of 
Coke for domestic use as affected by the consumption of Anthracite 
Coal for similar purposes. Anthracite Coal has entered Canada 
duty free since 1887. This necessarily required that free entry 
should likewise be accorded coke for domestic use. In natural 
sequence it required the free entry of Coal for the production of 
Domestic Coke. This, we think, exposes the situation surrounding 


Customs 
Tariff Item 
No. 1019 


Tariff 
History 


the production of By-Product Coke for domestic use and the posi- 
tion of Item No. 1049. 


If it is proposed to establish a duty on coal for the production 
of Domestic Coke, this would make it necessary to place a duty as 
well on Coke for Domestic use. The proposed duty on Domestic 
Coke would need to be at least sufficient to equal the amount of 
duty paid on the tonnage of coal required to produce a ton of 
Domestic Coke. It would also require a similar duty on Anthracite 
Coal because the latter competes directly with Coke as a domestic 
fuel. 


The price of Anthracite Coal governs the market price available 
for Domestic Coke. Inasmuch as the latter is compelled to find a 
market with users who have for many years been accustomed to 
Anthracite Coal, it is necessary to sell Domestic Coke at an attrac- 
tive price. If the cost of Coal is enhanced by a duty, the equivalent 
amount involved must be applied as a duty against Coke produced 
externally, and as wel] to importations of Anthracite. 


We do not question the right of the applicants to make the 
suggestion which they offer, that Coal should be made dutiable for 
the manufacture of Domestic Coke, but we submit that the request 
for a duty on Coal for the manufacture of Domestic Coke, should 
be accompanied by the necessary conditions requiring an adequate 
duty on both Coke for domestic needs and Anthracite Coal, in 
order that their position should be fair to others who are engaged 
in the domestic fuel business, and have made important invest- 
ments for the production of domestic fuel in Canada. 


The second matter to be dealt with is Customs Tariff Item 
1019: re 


Item No. 1019. Bituminous Coal—when imported by pro- 
prietors of coke ovens and converted at their coke ovens into 
coke for use in the smelting of metals from ores and in the 
melting of metals. Drawback 99%, 


The application of the British Empire Steel Corporation 
requests the cancellation of this item in which we are very much 
interested as producers of Coke used in our own Blast Furnaces 
for the manufacture of Pig Iron. 


As referred to already, all Coke was made free on March 27th, 
1894. It is necessary to appreciate the fact that the production of 
Pig Iron and Steel in Canada was, at that time, of very limited 
proportions. The government had in effect a system of bounties, 
first established July ist, 1883, applying to Pig Iron, and later 
extended to Steel in 1894. These bounties varied throughout their 


existence but remained in effect until 1911. The bounties were 
available to all producers in Canada, and necessarily, in supporting 
the development of Pig Iron production in Canada, the Government 
placed all Coke on the free list March 27th, 1894. In the natural 
evolution of the business it became desirable to produce Coke 
adjacent to the blast furnaces where it is used, and consequently 
on November 30th, 1906, it followed that Coal for the production 
of Coke used in the smelting of metals from ores was made subject 
to drawback of duty under Item No. 1019. 


The establishment of this item did not alter the situation 
insofar as Maritime Coal is concerned, as Coke had been admitted 
for twelve years free of duty. 


The applicants, in their statement, submit that ‘‘the drawback 
under Item 1019 is a discrimination against and a discouragement 
to Coal mining in Canada, and also frustrates the effect of the 
import duty on Coal.’ We believe that this claim is incorrect, 
and that their request for the cancellation of Item 1019 is quite 
unwarranted. 


Such action would be most unfair to the interests of Pig Iron 
producers who have been established in Ontario for many years, 
and have been able throughout their entire history to procure Coke 
for the smelting of metals on a duty free basis. 

It may not be realized by your Board that the original Hamilton Hamilton 
blast furnace was blown in December 30th, 1895, just after Coke Operating 
was made free. It is the oldest Blast Furnace operation which has “°° 185 
produced Pig Iron continuously since that time, and is still on the 
active list. 

In expressing our opinion that the item does not discriminate Canadian Coal 
against, nor does it discourage, coal mining in Canada, we should 
like to point out that the Ontario furnaces for the production of 
Pig Iron are located at Hamilton and Sault Ste. Marie.* At these 
points the applicants do not sell coal, either Slack or Run-of-Mine, 
for general use, under the existing duty of 50 cents per net ton, 
even with the advantage of water transportation. It is apparent, 
therefore, that inasmuch as they have been unable to serve the 
general market at these points with the advantage of the existing 
duty, it would be impossible for the applicants to furnish the 
requirements of these producers of Metallurgical Coke. 


The cancellation of the item, as requested, would not add a 
ton to the Coal sales of the Maritime producers, and would only 
serve to add to the cost of producing Coke, Pig Iron and Steel in 


*Also at Port Colborne. 


High Freight 
Cost 


Imports of 
Steel 


Ontario to the extent of the duty collected on the coal which would 
still require to be imported. 


The effect of the imposition of the duty on Coal is emphasized 
by the fact already drawn to your notice, viz., that duty at the rate 
of 50 cents per ton would involve an additional cost of at least 70 
cents per ton of Coke. The Ontario steel plants already have to 
assume a serious burden, as compared with Maritime plants, in 
the cost of transporting their supplies of Coal, which are procurable 
only from distant points in the United States. 


In the case of this company it involves an average freight 
charge of $3.44 per net ton of coal. Based upon the amount of 
coal required to produce a ton of Coke the expenditure for freight 
only, therefore, amounts to $4.82 per net ton of Coke produced. 
This constitutes, as will be realized, a very serious disadvantage as 
contrasted with the position of furnaces located adjacent to their 
supply of coal, as is the case in the Lower Provinces. 


The duty on Coal we are asked to assume, and which, as we 
have pointed out, will not benefit the Coal production of those in 
whose interests the request is made, represents a substantially 
higher rate of duty than is accorded to most of the important lines 
constituting our principal products. 


For the years ending March 31st, 1926 and 1927, the importa- 
tions of Bituminous Coal, N.O.P., as per the Blue Book figures, 
were as follows: 


IMPORTATIONS OF BITUMINOUS COAL, AND COAL N.O.P. 
YEARS ENpING MArcH 31ST 


1926 1927 
Tonnage imported......... 13,377,204 N.T. 13,079,418 N.T. 
Velitetes Jive rece ear $ 28,781,771 $ 26,980,950 © 
Average, Valuec> J o.5) anes $ 2.15 per N.T. $ 2.06 per N.T. 
Rate of duty—specific..... 00) % £50) i 
Equal to an ad valorem rate of 23% 24% 


In contrast to this, an exhibit (Schedule ‘‘A’’) is attached, 
representing the importations into Canada of Iron and Steel pro- 
ducts such as are manufactured in this country. The average rate 
of duty collected on such importations is approximately 10%. The 
rates of duty on Pig Iron, Billets, Wire Rods, Bars and Sheets, 
which are the important heavy lines we manufacture, all carry 
comparative ad valorem rates lower than the average ad valorem 
rate on Coal just mentioned. 








over fifty items taken from the Customs Tariff of Iron and Steel 
for various purposes and in various forms, which are permitted to 
enter Canada free of duty. 


It may be cited also that the position of this Company was 
materially affected by the tariff changes of 1924, which placed Pig 
Iron and Rolled Steel on the free list when used in the manufacture 
of Agricultural Implements, involving a very substantial share of 
our business in these lines. It seems to us, therefore, that it would 
be quite unfair and unjust to impose a duty on Coal for the produc- 
tion of Metallurgical Coke, when such a duty would not assist the 
consumption of Canadian Coal and would only add to the cost of 
Ontario producers of Pig Iron and Steel. 


In a memorandum published by the Dominion Fuel Board, 
Department of Mines, Sessional Paper No. 95, page 22, this point 
is emphasized by the following statement: 


“The Steel industry in Canada has to meet severe com- 
“petition from other countries. A higher cost of coal, or its 
“derivative coke, would tend to increase the difficulties of 
“meeting this competition in the case of Steel Companies who 
“were not proprietors of coal supplies.” 





We also submit for your examination a list (Schedule ‘‘B’’) of Steel 


Duty Free 


Dealing further with the tariff as affecting the position of Iron eee 
and Steel manufacturers in Canada, and particularly those whose Production 
interests would be affected by the proposed cancellation of Item Piscouragedy 


1019, we believe you will appreciate that already under existing 
conditions the position of Canadian Steel Producers is a most 
difficult one. The production of steel in Canada is limited, and it 
is unfortunate to have to record the fact that in the years 1926 and 
1927 it was practically on a par with the production of fifteen 
years ago. During the twelve months ending December 1927, the 
United States shipped Iron and Steel products into Canada to the 
extent of over 900,000 tons, a greater tonnage than the total 
production of Canada for the same period. Imports have also been 
heavy from Continental sources. It seems rather inappropriate 
that the applicants should have addressed you once before seeking 
assistance in the way of higher duties on Iron and Steel Products, 
and now suggest changes in the tariff which would not assist their 
coal production but would only serve to increase the cost of Iron 
and Steel production i in Ontario. 
A eI naa ae PRE UAE TE SEA IRS ecm = a enmmealll 
A second claim advanced by the applicants in favour of the 
cancellation of Item 1019 is that the drawback is not offset by any 
similar advantages. To quote from their statement: 
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“Tt is submitted that the drawback of duty on coal used 
“for making coke, lowers the production cost of Companies 
“competing with Nova Scotia steel producers, and not being 
“offset by similar advantages given to Nova Scotia steel 
“makers, these last named are discriminated against.” 


We do not believe that a discrimination can be proven when 
the interests of the applicants are not affected by the item, as we 
have pointed out. 


We have already indicated that free Coke was established in 
1894. This condition existed, therefore, at the time the applicants’ 
Furnaces and Steel Plant, now operating at Sydney, were estab- 
lished in 1900. 


Their plants were located with the knowledge that Coke was 
free and had been free to other users for several years. Doubtless 
at that time it was realized that the Western Ontario territory was 
beyond the reach of Nova Scotia Coal, and certainly it would not 
have been feasible to deliver Nova Scotia Coke at Hamilton in 
1895. The same conditions have prevailed since that time up to 
the present, and the fact has been generally accepted that fuel 
supplies from the Maritime Provinces could not reach beyond their 
natural economic markets to provide the wants of Western Ontario. 
It is consequently manifest why Item 1019 was justified and why it 
should be continued. 


It is a recognized fact that the River St. Lawrence, so far as 
Canadian trade is concerned, has done more for the support of 
industry and mining in the Lower Provinces than any other factor, 
and has enlarged the economic sphere of influence of the Maritime 
Coal areas. If, with such an advantage, there are certain sections 
of the country which are beyond the successful reach of Maritime 
coal, where industry has been established on a definite tariff policy 
for over thirty years, we do not believe that your Board would be 
justified in considering a change in that tariff policy, as has been 


requested. 
Public The applicants contend that the duty on Coal has become 
corey Free part of a settled public policy in Canada, and, therefore, that it 


should be adhered to without deviation. We submit that this 
argument applies with equal force to the conditions under which 
the manufacture of Pig Iron and Steel was established in Canada, 
and which conditions have continued from the earliest days of 
their manufacture to the present time, The public policy of free 
coke has obtained throughout, and the important investments of 
capital made at Hamilton and Sault Ste. Marie, Ontario, were 
conceived, established, and have grown up under such a condition. 


1 


In this connection may we direct your attention to another Pig nee 
important factor, namely, the duty on Pig Iron. Shortly after 
Coke was made free, in 1894, the duty on Pig Iron was reduced in 
1897 from $4.00 per ton to the rate of $2.50 per ton General Tariff, 
and in 1898 the British Preferential Tariff reduced this by 25%. 
Again in 1906 the British Preferential Tariff was reduced to $1.50 
per ton. The long established policy of free Coke for Blast Furnace 
use, to which we have referred, has been used, therefore, as the 
basis for lower rates of duty on Pig Iron. 


In considering the applicants’ request, it is necessary that we Coal Imports 
should investigate the position to ascertain to what extent the 
Western Ontario consumers of coal for the production of coke, or, 
in fact, users of coal for other purposes, could depend for their 
supplies upon shipments from the Maritime Provinces. 


We believe your Board will be interested in the figures showing oo: 
the relative importance of coal shipments from the Maritimes Distribution 
compared with imports into Central Canada. 


Schedule ‘“‘C,”’ attached, is a statement of Coal imports into 
Ontario and Quebec during the last eight fiscal years. These 
average— 


Aithractie: Coal ene ender ett OOO O00! tons 
JEeunaMNO WIS (GERM. bso ac ob boob bo uomuadHe 13,000,000 tons 
COCA aE ty toes eee eh isis, he 550,000 tons 
(CGEROLS 2 met ets a ed eres «carte 900,000 tons 


The cost of the greater proportion of the 13,000,000 tons of 
Bituminous Coal imported is already enhanced by the existing duty, 
and it will be noted that over two million tons of Bituminous coal 
is annually imported into the Province of Quebec, and over a million 
tons of anthracite. The latter, contrasted with the shipments of 
Domestic Coke by the applicants in 1927, indicates possibilities in 
the way of securing a wider field for the sale of Domestic Coke in 
the Province of Quebec, to an extent which would permit of an 
appreciable increase in the movement of Maritime Coal to St. 
Lawrence Ports. 


We believe you will be impressed with a comparison of the 
figures shown on Schedule “‘D,’’ submitted herewith. Sheet No. 1 
gives an extract from the Report of the Provincial Royal Com- 
mission on the Coal Mining Industry in Nova Scotia, representing 
the shipments of Nova Scotia Coal for the years 1913 to 1925 
inclusive. Sheet No. 2 gives the same information for the years 
1915 to 1927 inclusive. 


Compared with the annual importation of 13,000,000 tons of 
Bituminous Coal into Ontario and Quebec, the annual shipments 


Commodity 
Price Indices 
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from Nova Scotia to all St. Lawrence Ports for 1913 to 1925 average 
1,109,000 tons. The shipments for 1915 to 1927 average 1,099,000 
tons. It has been explained that deliveries to the St. Lawrence 
were affected during the war. Taking the years 1919 to 1927 
inclusive, nine years since the war, the average annual shipments 
to St. Lawrence Ports appear to have been 1,224,000 tons, total 
deliveries for the nine years being slightly over 11,000,000 tons. 


The schedule indicates the varying supply available for ship- 
ment to St. Lawrence Ports, affected in some cases by labour 
disturbances, and in other years by the attraction of prices available 
in foreign markets. This latter is not an unnatural situation, 
because it is an important advantage to coal mining in the lower 
Provinces that it has the ability to reach foreign markets. How- 
ever, it will be clearly recognized that it is quite impossible to rely 
upon coal from the Maritimes to supply the wants of Ontario Iron 
and Steel producers. 


Omitting the record of war years, it will be observed that 
during 1920 shipments to the St. Lawrence Ports dropped as low 
as 241,000 tons out of a production of over 5,000,000 tons. In 
this same year practically a half million tons were supplied for 
bunker purposes, and Europe and other countries took, in 1920, 
nearly 600,000 tons. The same situation prevailed to a lesser 
extent in 1921, while in 1925, due to labour disturbances, ship- 
ments to St. Lawrence Ports were only 807,505 tons. It is only 
fair to point out that shipments during the past two or three years 
have been consistently higher than the average figures quoted. 


If it is accepted, therefore, as we have endeavoured to prove 
that coal from the Maritimes is not available at the points of steel 
production in Ontario where substantial sums of money have been 
invested by the Iron and Steel manufacturers, there do not appear 
any good and sufficient reasons in support of the applicants’ request 
that the drawback on Coal for the production of Metallurgical Coke 
should be cancelled. 


As further proof of the position in which Iron and Steel pro- 
ducers are situated in respect to competitive prices applying to 
their products, we submit the following Index figures from tables 
made up by the Dominion Bureau of Statistics. For the year 1890 
the wholesale price indexes were, for the following: 


All Gontmoditiess ina \bes ana ian ee ee ee 93.0 
TronandStecl 5a eee eee 124.9 
(This was before the manufacture of Iron and Steel in 
Canada) 


Bituminous: Coalm Nom oun-ol= 1) ieee 83.9 
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For the same commodities the Index figures for the year 1926 


are: 
(The year 1913 serving as par, or 100) 
INA Cresaanvarevebnitecy,, » Gncwhe A-d A Oke Sua LRG ele Aine Bie 156.2 
Fronkaticl ES tec li aareeere wee een ere ey 145.1 
Bitumineus Coals Neon Run-ol-\Vline wee een. DIAN SP 


It will be observed that Coal prices have advanced greatly in 
excess of the average level of all commodities, whereas Iron and 
Steel prices are substantially lower than the average. It is evident 
that any additional burden in the shape of a duty on coal, would 
sti]l further increase the disadvantage which the producers of Iron 
and Steel suffer at the present time. 


The applicants have signified their acceptance of an alterna- Duncan Com- 
tive proposal in lieu of the cancellation of Item 1019, based upon poset Bounty 
a recommendation of the Royal Commission on Maritime Claims, 
which is quoted from pages 37 and 38 as follows: 


“Having regard to the bounty system previously applied 
“and to this aspect of the application of the drawback, we 
“recommend that a bonus should be given in respect of steel 
“when Canadian Coal is used in its manufacture, and that the 
“bonus should be calculated on the basis of the present draw- 
“back for every ton of coal used in such manufacture.” 


Doubtless the Maritimes Royal Commission gave expression 
to their sincere conviction itn referring to the drawback under Item 
1019 as being, in their opinion, a relinquishment of revenue, and, 
therefore, tantamount to a bounty. 


Had their investigations been more complete, the situation 
would have been disclosed to them in its true perspective. We 
have already indicated in our argument elsewhere that in order to 
stimulate the production of Pig Iron, the free admission of Coke 
has been a settled tariff policy, and has continued since the early 
days of recorded Pig Iron and Steel Production. The duty on Pig 
Iron has been predicated upon the free entry of Coke for the 
manufacture of Pig Iron. The drawback on coal for the production 
of Coke for Blast Furnace use was, as has been shown, a natural 
and proper sequence to the free entry of Coke. We feel sure that 
a further investigation by the Royal Commission would have made 
it quite evident that Item 1019 did not relinquish any Government 
revenue. 


At the time it was established, in 1906, Coke was free and No Revenue 
had been free for many years. The act of providing a drawback ®U"she¢ 
merely removed the anomaly existing at that time, viz., that Coke 
was free and Coal for its manufacture was dutiable. While free 


No Drawback 
on Coal Used 
in Manufac- 
turing Steel 
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Coke was being imported, no Coal was being imported for the 
manufacture of Blast Furnace Coke, and, therefore, no duty was 
being collected. Consequently, no revenue was relinquished when 
Item 1019 became effective. 


An examination of the evidence submitted to the Royal Com- 
mission discloses the fact that one important witness made the 
definite statement that Coal used in certain steel processes was 
permitted free entry into Canada. This may have given the 
Commission a wrong impression, as the abstract from the Report 
of the Royal Commission which has been quoted above, refers to 
the drawback on Coal used in the manufacture of steel, and the 
statement submitted by the applicants, in its references, might 
lead you to conclude that all coal used in the production of steel 
is subject to a drawback. 


An examination of Item 1019 will show that the Coal must 
be used for the production of Coke, and the Coke, in turn, used 
for the smelting of metals from ores. So far as steel manufacturing 
is concerned, this restricts the drawback to the coal used in the 
production of Coke for Blast Furnace use, in other words, for the 
manufacture of Pig Iron. Coal is dutiable when used in all pro- 
cesses of steel manufacture, as follows: 


For the production of Power; 
In Open Hearth Furnaces for the production of Steel; 


In Soaking Pits in connection with the rolling of ingots into 
Blooms and Billets; 


In Heating Furnaces for re-rolling steel Blooms and Billets into 
Bars or others Shapes; 


For annealing and forging; also locomotives and Locomotive 
Cranes. 


There are other minor uses for which Coal is dutiable, and it 
will be realized that the increased cost of coal, due to the duty 
imposed on supplies which must be imported, constitutes, already, a 
serious handicap to the steel producer whose products, when used 
for various purposes, have been placed on the free list. 


In the discussion which occurred at the hearing on January 
18th, 1927, the record discloses the applicants’ acceptance of the 
recommendation, advanced by the Royal Commission on Maritime 
Claims, of a bounty on steel made from Canadian Coal, in place of 
the applicants’ request for cancellation of Item 1019. In consider- 
ing the merits of the Commission’s recommendation, it would 
seem that in reaching the conclusion as noted above, the Commis- 
sion took no evidence as to what would be the effect upon the situa- 
tion as it existed elsewhere in Canada. 
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The matter of first importance is the fact that any action of Bfect of, 
* pose 
the Government to establish a bounty on steel produced from Bounty 
Canadian Coal would involve legislation of a most discriminatory 
character. We have shown that Canadian Coal is not available 
to Ontario producers of Pig Iron and Steel, who are consequently 
forced to import their supplies of Coal and are already compelled 
to pay the existing duty when used for certain purposes. It would 
be manifestly unfair to add to such a disadvantage by giving a 
competitor the advantage of a bounty as well. 


The effect of the recommendation would be to offer a Govern- 
ment bounty available to only one manufacturer of Pig Iron and 
Steel. We do not recall similar legislation having been suggested 
to the Parliament of this country which would provide bounties 
for one producer not equally available to all other producers in- 
terested. 


If there exist good and sufficient reasons which suggest that 
the Government should aid the production of Maritime Coal, it 
seems to us that becomes a matter for consideration and action as 
affecting Coal mining interests exclusively, because the policy, if it 
be accepted, must aim to assist, and confer its benefits upon coal 
mining. That there should happen to be in one section of the 
country a connection between coal mining and the production of 
Pig Iron and Steel, is only incidental and cannot justify the adoption 
of a Government policy, ostensibly for the purpose of assisting coal 
mining, when the benefits of that policy would accrue to those in- 
terested in Iron and Steel manufacturing. 


In our position as manufacturers of Pig Iron and Steel, we All Manufac- 
claim equal rights in that business with others. If a Government fo treated” 
policy were adopted, applying to the Coal industry in Canada that ually 
would be a different matter, but, having regard to the investment 
of capital in furnaces and plant for the production of Pig Iron and 
Steel, we see no justification why Government aid should be 
extended in favour of a producer in one section of the country 
which is not available to others located elsewhere, when all are 
similarly employing Canadian labour in the manufacture of their 
products, and have invested their capital in Canada in the carrying 
on of their business. 


A bounty as suggested becomes one, not intended to support 
coal mining, but one which would have the effect of giving a sub- 
stantial advantage to one producer of Pig Iron and Steel. We 
think this fact must be clearly recognized if proper consideration is 
to be given the suggestion, and we consequently submit that it 
would be decidedly unfair to accept the proposal as being either 
sound or equitable. 


Assembly 
Cost 
Contrasted 


Tariff 
Revision 
Desirable 


Canadian 
Steel 
Production 
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On the other hand, an examination of the actual conditions 
existing, discloses that the proposed bounty would still further add 
to the advantages possessed by the producer of Steel in Canada 
who is located adjacent to his own supplies of Coal. 
That producer in whose interest this bounty is suggested already 
has the advantage of having much lower cost of Coal than his 
competitors elsewhere, and is also more advantageously situated 
as regards costs of ore and limestone. 


The advantage of assembling raw materials at a low cost is of 
particular importance in the manufacture of Pig Iron and Steel, as it 
requires almost one and a half tons of Coal to produce a ton of Coke, 
and two tons of Ore per ton of Pig Iron produced. 


We do not expect the Government to offset the disadvantage 
of our geographical location as the choice in this regard is always 
dictated by all factors involved, but it would appear hardly fair 
that a Government subvention should be extended to that Steel 
producer in Canada whose natural advantages should enable him 
to produce at the lowest cost. 


Viewing the practical effects of such a bounty, it will be agreed 
that its establishment will not create any added tonnage to the 
market in Canada for Pig Iron and Steel Products. It becomes, 
therefore, either a direct contribution of Government money to the 
exchequer of a single producer or else the bounty will serve the 
purpose of assisting the recipient to take business away from his 
competitors. We do not believe the latter to be properly within 
the compass of Government legislation, but that would probably 
be the effect if the proposal were adopted. 


We agree to the other and more practical suggestion of the 
Royal Commission, that the problems of the Steel industry as 
represented by the substantial importations should receive the 
sympathetic consideration of your Board, with a view towards 
retaining within Canada the opportunity of supplying a certain 
share of the tonnage of Steel and Iron which is now being imported. 
Any effective means of reducing imports without in turn affecting 
the interests of other industries, would be the practical and approved 
way of dealing with this situation. 


The production of Steel in Canada may be said to have lost 
ground compared with sixteen years ago, as will be shown by the 
following figures: 
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PRODUCTION OF STEEL INGOTS 


Year Gross Tons 
COLO gaia at hime leah tena tees coe 723,000 
TOD CARO a seus atte Mee R st Moats 768,559 
pI a Waban FO tet aaa eee See ae 820,792 
TOMS fee ee teri A hapiee opa Ak ee 1,006,149 

SO taL eee weeks Orpen. ba Senay 3,318,500 
Average per Annum.......... 829,625 
DO LEC AM aren Aone eis ees tc sR 634,952 
OLDIE compen att tn OR CONG Ren RR RR ge 735,898 
LY Necks Re oe Si Oe ae 743,500 
cE at ee dae ae ag oe ae 867,928 

Ora ye ena.) GS Fe oSeiias 2,982,278 
Average per Annum.......... 745,570 


It will be observed that the average of the four pre-war years 
is greater than that for the later period. In a measure, this situation 
is due to the fact that the production of steel rails in the years just 
before the war was more than 200,000 tons greater than the average 
annual output of recent years. Distinct from this, however, it is a 
fact that the consumption of other forms of Iron and Steel has in- 
creased and, in primary and secondary forms, a substantial share of 
our additional wants have been provided by importations. 


The productive capacity of Canadian Steel Plants is much 
greater than the tonnage shown by recent annual output figures, and 
results in extremely keen competition for the business available. 
A measure of Tariff assistance which would help preserve for the 
Canadian producer some share of the tonnage imported, which, as 
pointed out, is assisted by many items providing free entry or 99% 
drawback, and in some cases, by depreciated currency and under- 
valuations, would materially improve the situation by providing 
sufficient tonnage to ensure a better and more economical rate of 
operations at all plants concerned. 


It is important to recognize that costs of steel are largely de- 
pendent upon continuous operations, supported by a reasonable 
volume of tonnage. It is unquestionable that lower costs would 
result from increased tonnage production and would be reflected 
ultimately in lower sales prices. We are decidedly of the opinion 
that assistance of this description is far more practical than the 
consideration of any form of bounty proposed. 


In conclusion we repeat the regret that we are forced to oppose 
the request of the applicants that Items Nos. 1049 and 1019 should 
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be cancelled. We believe their suggestions are not based on any 
sound economic principle, and if granted, would render it still more 
difficult for the steel makers in Ontario to meet foreign competition, 
thereby reducing Canadian production, while not conferring any 
benefits upon the applicants. 


- Respectfully submitted, 


THE STEEL COMPANY OF CANADA, LIMITED, 
R. H. McMaster, 


President. 
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20 SCHEDULE ‘‘B”’ 
SHEET [| 


CANADIAN CUSTOMS TARIFF 
IRON AND STEEL GoopsS—FREE ITEMS 


Pig Iron and Rolled Iron and Steeb for makers of Agricul- 
tural Implements. 

Hoops, Strips and Sheets to be galvanized. 

Barbed Wire and Steel Strip and Flat Steel Wire for Fencing. 

Galvanized Wire, 9, 12 and 13 gauges. 

Spring Wire, 10, 12 and 13 gauges and Homo Steel Spring 
Wire 11 and 12 gauges for Mattresses. 

Boiler Plate for making Boilers. 

Hoop or Strip for making Cold Rolled Steel. 

Swedish Horse Nail Rods. 

Boiler Tubes. 

Unwelded Tubes. 

Rope Wire and Wire Rope for ships’ rigging. 

Plates cut to shape for Agricultural Implements. 

Locomotive and Car Wheel Tires. 

Machinery and Structural Steel for building Beet Sugar 
factories. 

Materials and parts and Screws, Nuts, Bands and Springs 
for making Rifles. 

Steel Masts, beams, angles, sheets, chain and steel manufac- 
tures not made in Canada, entering into construction of ships 

Materials and Parts for Cream Separators. 

Steel for Saws and Straw Cutters. 

Crucible Sheet Steel for Mower and Reaper Knives. 

Steel for Corset Steel, Clock Springs and Shoe Shanks. 

Steel for Phonograph Motor Springs. 

Steel for Buckle Clasps, Bed Posts, Furniture Casters and 
Ice Creepers. 

Steel for Bow Sockets. 

Steel for Saddlery Hardware and Hames. 

Flat Steel Wire for Corset Wire and Dress Stays. 

Steel or Brass Wire for Nailing Machines in Shoe Factories. 

Brass covered Iron Tubings for Beds. 

Iron Tubing, Lacquered or Brass Covered and Brass Cased 
Rods and Trimmings for Carriage Rails. 

Tagging Metal for Shoe and Corset Laces. 

Iron Tubing, Lacquered or Brass Covered for Window 
Extension Rods. 

Steel for manufacturing Rifle Parts. 

Gun Barrels. 

Horse Nail Rods. 

Iron Tubing, brass covered for Towel Bars, Bath-Tub Rails 
and Clothes Carriers. 

Metal Articles for use in the manufacture of Cream Separators 

Skelp for making Wrot Pipe. 


21 SCHEDULE ‘‘B” 
SHEET 2 


CANADIAN CUSTOMS TARIFF 


IRON AND STEEL Goops SUBJECT TO A DRAWBACK OF 99% 
OF THE DuTY 


1002 Pig Iron and Rolled Sections for use in the manufacture of 
Agricultural Implements. 

1043 Materials and parts used in the manufacture of Agricultural 
Implements. 

1007 Spring Steel for making Springs and Axles. 

1008 Spiral Spring Steel for Railway Spiral Springs. 

1009 Steel for Cutlery, Files, Augers, Auger Bits, Braces, Ham- 
mers, Axes, Hatchets, Scythes, Reaping Hooks, Hoes, 
Hay or Straw Knives, Forks, Rakes, Skates, Stove 
Trimmings, Bicycle Chains and Windmills. 

1015 Steel Angles for Bedsteads. 

1021 Wire Rods for making Galvanized Wire, 9, 12 and 13 gauges. 

1023 Hexagon Bars for Cold Drawn or Cold Rolled Steel. 

1005 Steel for Locks and Knobs. 

1006 Steel cut to shape for making Spoons. 

1036 Bars for making Coil Chain, Links and Shackles, 14% inch 
and over. 

1028 Materials used in the manufacture of Farm Traction Engines. 

1045 Materials used in the manufacture of Unwelded Tubes. 

1047. Materials used in making well-drilling machinery and 
apparatus. 

1048 Materials used in making Fishermen’s Boat Engines. 


DRAWBACK 80% 


1027. Materials for Malleable Castings and Steel Shafting for use 
in the manufacture of Agricultural Implements. 


DRAWBACK 30% 


1039 Materials and Parts used in the manufacture of Farm 
Traction Engines and Road Rollers. 


FREE ITEMS WHEN IMPORTED UNDER THE BRITISH PREF- 
ERENTIAL TARIFF 


396 Seamless and Square Tubing for Agricultural Implements. 
403 Crucible Cast Steel Wire valued at not less than 6 cents per 
lb. 
410 Coil Chain, Links and Shackles, 14% inch and over. 
722 Flat Steel for the manufacture of Cups and Cones for Ball 
Bearings. 
767. Drawn Hoop or Strip for the manufacture of Mats. 


ADD THE FOLLOWING ITEMS:- 


DRAWBACK 60% 
1062 Materials used in the manufacture of certain tools. 


DRAWBACK 50% 
1063 Materials used in the manufacture of aircraft engines. 


DRAWBACK 25% 


1055 Materials used in the manufacture of Automobiles and 
Autotrucks. 


DD. SCHEDULE ©x 


STATEMENT OF IMPORTS OF COAL AND COKE EN- 

TERED FOR CONSUMPTION IN THE PROVINCES OF 

QUEBEC AND ONTARIO DURING THE FISCAL YEARS 
ENDED MARCH 1920 TO 1927 


PROVINCE OF QUEBEC 


Anthracite Bituminous 





Coal Coal Coke Total 

YEAR Ned Nea N.T. N.T. 
199 0 Rix Poaeee eee 1,404,824 2,269,720 ALR SS SOLES Oe 
19210 eae 1,544,933 3,368,518 53,456 4,966,907 
1920 eee 1,296,900 2,511,130 30,646 3,838,676 
1923 ee ree 1,136,280 1,842,685 A) 540 os 19 51 
1024 Preece 1,608,239 3,052,789 46,919 4,707,947 
1:9 Ses ae Nae eee 1,362,699 1,390,306 SO OIE UTX Sle 
1926 eee 1, 322,43 fee ADO onnl 54,981 3,832,845 
19D Par ere 15213639 1, 1595988 91,897 3,353,248 
so talereer (OPS IS OsOhsile 393,097 30,221,335 
Avge. perannum 1,399,716 2,328,814 49,137 3,777,667 

PROVINCE OF ONTARIO 

1920 Aer 3,562,568 9,187,535 326,989 13,077,092 
190 a ee 3,163,154 11,964,259 479,849 15,607,262 
[RS WIA teat ay, Ae 2,943,268 10,048,353 170,796 13,162,417 
1903 e eae 1,894,043 9,136,150 SAL MAS LAO, HOE 
192.4 gas ene 3,046,243 12,300,401 617,545 15,964,189 
1925 ee ee ee 2,591,010 — 9,834,850 477,892 12,903,752 
19203 or ce 1,765,344 10,402,759 845,629 13,013,732 
US DONE «Sa rec rerenet 2,666,800 11,007,373 775,384 14,449,557 
otal eee 21,632,430 83,881,680 4,065,259 109,579,369 
Avge. perannum 2,704,054 10,485,210 508,157 13,697,421 
Grand Total.. 32,830,155 102,512,193 4,458,356 139,800,704 
Avge. perannum 4,103,769 12,814,024 557,294 17,475,088 
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